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Abstract 
Companies from the European Union listed on the stock exchange are required to prepare financial statements in 
accordance with International Financial Reporting Standards since 2005. Thus, the aim of this research is to investigate the 
degree of compliance of financial statement of listed companies on the stock exchange with International Financial 
Reporting Standards. The purpose of this paper is to analyze the information disclosed by entities that are applying 
International Financial Reporting Standards, in this case information on the tangible, intangible assets and impairment of 
assets. The study provides an empirical research of reporting financial statements in accordance with IFRS. Therefore, the 
current research is a quantitative one, using Disclosure Index to measure the level of exposure of information regarding the 
assets. The results demonstrate both the applicability, but also the validity of the model Disclosure Index; thus there is a 
link between the variables analyzed and disclosures in accordance with IAS 16, IAS 36 and IAS 38. 
 
© 2013 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of Emerging 
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1. Introduction 
The role of financial reporting is to present information or disclosure. Also, it is important to establish which 
is the information that has to be included in the financial statements. Through reporting, the foundations for the 
recognition and identification of accounting information begins and also the evaluation methods used. 
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In the present study, we examined IAS 16 " Property, Plant and Equipment", IAS 36 "Intangible assets" and 
IAS 36 "Impairment of Assets", namely the information in the financial statements reported by listed entities on 
the stock exchange from Romania and Hungary. We chose these countries because they have the following 
characteristics: emerging market countries; geographically speaking neighbors; in 1989 were communist 
countries, becoming then countries with a market economy and democratic principles. 
2. Literature review 
Around the world, the issue of harmonization has been a subject of increasing academic debate (Cairns and 
Nobes, 2000; Street and Larson, 2004; Fontes et al., 2005; Weetman, 2006; Chua and Taylor, 2008; Shil and 
Das, 2010; Albu et al., 2012) 
A key element which helps entities in making-decision process is represented by information (Edmiston, 
2011). Also, it is shown in the international literature that reporting can be achieved by creating a common 
position between the policies adopted by the entities and the international standards (Kueppers & Sullivan, 
2010). 
Barbu et al (2009) realized a comparative analysis of compliance with IAS / IFRS. The entities were choose 
from France, Germany and the UK. They try to highlight if the application of a standardized set may result in 
differences of the information provided through institutional factors of the countries from which entities 
belong. The results show that the information required to describe the annual financial statements in accordance 
with IAS / IFRS disclosure increase with constraints in the country in which the entity is activating. It points 
out that the application of IAS / IFRS depends to some extent on the specific country, primarily because of 
national issues that have a significant impact on the reported information. 
In most cases, the entity's management take accounting decisions. Namely, managers rely on instinct when 
they are dealing with the registration of intangible assets. As Wyatt (2005) demonstrated, managers that are 
choosing to record intangible assets associated with the power of technology is affecting the entity's operations, 
production cycle and property rights. These factors affect the firm's ability to appropriate the benefits from 
investments. Obtained results suggested limiting managers recording intangible assets, which tend to reduce 
rather than improve the quality of financial information. 
Aboody et al (1998) demonstrated by the study conducted in 1999 that added value obtained from 
revaluation of assets may be associated with future operating performance. The study observed over 5,000 UK 
entities that reported between 1983-1995 financial statements in accordance with UK GAAP. 
As Piosik et al (2012), highlights in one research conducted in Poland on determining depreciation of 
tangible assets. The objective to impairment of the assets is to ensure that tangible assets are reduced to 
minimum recoverable amount. 
In the international literature, the impairment of the assets is studied by WU Feng Li Changyu (2011) which 
divides the exchange of accounting information of the impairment of the assets in four categories, namely: 
losses before impairment and profit after impairment; impairment losses before and after impairment; gain or 
profit before impairment and losses after impairment; profit before and after impairment. 
3. Methodology research 
To study the compliance of IAS 16, IAS 36 and IAS 38 on disclosure in the financial statements we used a 
statistical program, namely, SPSS. The program involves a regression analysis. Linear regression usually used 
to determine the econometric models, and classified as simple or multiple, depending on the number of 
variables independent. Thus, the research is a qualitative one. 
The entities included in the study are listed on the stock exchange in Romania and Hungary. The two 
countries were chosen after analyzing the literature and inspired by research conducted by Fekete (2009) that 
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analyzes financial reports, in general, of the entities from those two countries. Thus, the inspiration took from 
this article was for the two countries. 
A total of 30 companies analyzed, chosen only from the first category of the stock exchange. Financial 
statements available on the website of each entity were analyzed for one year, namely 2011. 
The scope of this type of analysis based on modeling the relation between a dependent variable, in the 
present disclosure index (DI), and several other independent variables. In this case, we used total assets, return 
on equity and the auditor. This research focuses on multiple linear regression the linearity is not apparent from 
the variable but appear from the coefficients. The overall structure, the statistical model presented in the 
following form: 
  y = Įx1 + Įx2 + Įx3 +  .................... + ĮQxn  + İ  (1) 
Where,  
y = dependent variable-explanatory, endogenous;  
x 1 , x 2 , ..., x n  = Independent variables, exogenous factors, predictors; 
 İ = error-disturbance measurement error. 
Thus, for IAS 16 are studied the following elements: 
• The evaluation bases in determining the gross carrying amount. If is used more than one base, then 
should be presented the base for each class; 
• Depreciation methods used; 
• Useful lives or depreciation rates used; 
• The value of expenditures for tangible assets that are in process; 
• Amount of commitments for purchase of property. 
For IAS 36 are analyzed the following information: 
• Amount of impairment losses recognized in the profit or losses during the period; 
• Amount of the resumption of impairment losses recognized in the profit or losses during the period; 
• Amount of impairment losses recognized directly in equity during the period. 
For IAS 38 we track the following information: 
• Useful life and depreciation rates used; 
• Gross carrying amount, accumulated depreciation and impairment losses, at the beginning and at the 
end of the financial period; 
• Carrying amount of revalued intangible assets. 
The points mentioned above are found in the checklists issued by prestigious companies in the financial 
audit. In this study, we chose checklist prepared by KPMG for the year 2011. 
Specific construction of the index is based on the following formula: 
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where:  
- DI – diclosure index; 
-  di IAS16 the element i according IAS 16. Each element take value „1” if provide information and „0” if not; 
 - di IAS36 the element i according IAS 38. Each element take value „1” if provide information and „0” if not; 
-  di IAS36 the element i accodring IAS 36, Each element take value „1” if provide information  and „0” if not. 
DI = 
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The dependent variable, in this case is the index of disclosures (Disclosure Index). In obtaining this 
indicator, we have considered the compliance with a number of items required by IAS 16 “Property, Plant and 
Equipment”, IAS 36 “Impairment of Assets” and IAS 38 “Intangible Assets”. Choosing the dependent variable 
DI, and those independent, such as total assets, profitability (studied by return on equity or ROE), and auditor 
type influenced by the study of Fekete (2009). Thus, in this research, total asset value used expressed in euro 
and for reduce the effect of the size we chose logarithmic scale. For the profitability variable,  (ROE) we picked 
the profit and the equity values from the financial statements and after we made the ratio between the two. 
Variable auditor is dichotomous variables, which delimit the audit companies that belong to Big4. The auditors 
are Deloitte, Ernst & Young, KPMG, Pricewaterhouse Coopers. In this research, we encoding "1" the entities 
audited by the group Big4, and with "0" the entities audited by other specialized auditors than the 4 mentioned. 
4. Case study 
On one hand, we chose the linear model because studies in the literature use this model, such as Cooke 
(1998), on the other hand, is a simple model that examines the relationship between selected variables (Dragoú, 
2008 and Florea et al, 2000). 
Several authors have conducted studies on the provision of information, analyzing data binding and the 
voluntary. One such study prepared by Street and Bryant (2001) is using regression in the SPSS to analyze the 
factors that contribute to the decline in a publication or to establish a correlation between them and the 
information presented. 
For data analysis,  we used the statistical program SPSS 17. In this program, the name of the entity is 
nominal, the DI, TA and ROE are scale, and the auditor is ordinal. After processing the data by linear 
regression analysis, we used the Enter method. All required variables introduced in the regression 
simultaneously. This method was recommended for testing the validity of theoretical models, which establishes 
a limited number of variables. The results are the following: 
Descriptive Statistics – shows the arithmetic value of selected variables. Thus, DI has a value of 55,55%, 
which means that in the financial statements of the entity disclosed information required by IAS / IFRS with an 
average degree. Total assets have a value of 23.22%, which means that most entities hold assets of a value 
close to 23,22%. Also, ROE an average value (-0,6583) representing the fact that most profitable entities are 
around this value. Of the 30 companies analyzed, six entities audited by another auditor, not belonging to the 
group Big4, the average is 80%. 
We chose to calculate Pearson's coefficient because are several researches that are based on the calculation 
of this ratio, both nationally (Dragu and Tiron Tudor, 2011) and international (Ding et al 2007). Pearson's 
correlation shows the relationship or association between variables. Thus between DI and total assets are 
34,80%, a positive correlation and total assets positively influence DI. The connection of DI and ROE is 
positive, with a percentage of 13,20%. The connection of DI and the Auditor is positive 30,20%, which 
indicates a weak relationship between the two variables. 
ANOVA presents the test results of variation of dependent variable DI under the regression influence and 
residual factor. In this case, Sig. =0,208 and we deny that there is a significant relationship between DI and the 
three independent variables (TA, ROE and auditor). 
5. Conclusions 
The disclosure of an entity's activities is an important step for the users of this type of information. For an 
entity, to ensure accountability and transparency of delivered services, publishing financial statements 
represents an advantage. In Romania, implementation of IAS/IFRS for all existing entities, no matter what type 
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of entities (small ones or big ones), neither the sector where they are activating, this is a process, from our point 
of view, expensive. Furthermore, the process of implementation is considered to be on long term.  
Results demonstrate both, the applicability and validity of the model Disclosure Index. Thus, there is a link 
between the variables analyzed and disclosures in accordance with IAS 16, IAS 36 and IAS 38. Furthermore, 
we can conclude that in Romania and Hungary, the entities that prepare financial statements in accordance with 
IAS / IFRS disclose required information in an average proportion.  
The limitation of this research consists of small sample size because the stock market in the two countries is 
few companies listed in the first category. Also, some companies have published financial statements prepared 
in accordance with IAS / IFRS. Future studies may focus on the analysis of the quality of information presented 
in financial reporting by expanding the sample and a closer examination of the financial statements. 
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